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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
Members of the City Council

City of Correctionville

Correctionville, lowa

I have audited the accompanying financial statements of the governmental activities, the business type activities,
each major fund and the aggregate remaining fund information of the City of Correctionville, lowa, as of and for the
year ended June 30, 2005, which collectively comprise the City’s basic financial statements listed in the table of
contents. These financial statements are the responsibility of the City’s management. My responsibility is to
express opinions on these financial statements based on my audit.

I conducted my audit in accordance with U.S. generally accepted auditing standards, and the standards applicable
to financial audits, contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards and provisions require that | plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. | believe that my audit provides a reasonable basis for my opinion.

As described in Note 1, these financial statements were prepared on the basis of cash receipts and disbursements,
which is a comprehensive basis of accounting other than U.S. generally accepted accounting principles. Also, as
permitted by the Code of lowa, the accounting records of the City have not been audited for all prior years.
Accordingly, | was unable to satisfy myself as to the distribution by fund of the total fund balance at July 1, 2004.

In my opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary
had | been unable to verify the distribution by fund of the total fund balance at July 1, 2004, as discussed in the
preceding paragraph, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental activities, the business type activities, each major fund
and the aggregate remaining fund information of the City of Correctionville, as of June 30, 2005 and the respective
changes in cash basis financial position for the year then ended in conformity with the basis of accounting
described in Note 1.

In accordance with Government Auditing Standards, | have also issued my report dated January 12, 2006 on my
consideration of the City of Correctionville’s internal control over financial reporting and my tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of my testing of internal control over financial reporting and compliance and the
results of that testing and not to provide an opinion on internal control over financial reporting or compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of my audit.

Management’s Discussion and Analysis and budgetary comparison information on pages 3 through 5 and 13 are
not required parts of the basic financial statements, but are supplementary information required by the
governmental Accounting Standards Board. | applied limited procedures, which consisted principally of inquires of
management regarding the methods of measurement and presentation of the supplementary information | did not
audit the information and express no opinion on it.

My audit was performed for the purpose of forming opinions on the financial statements that collectively comprise
the City of Correctionville’s basic financial statements. Other supplementary information included in Schedules 1
through 5, is presented for the purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applies in my audit of the basic
financial statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial

statements as a whole.
_Dad A.Meske CH

DAVID A. MASK
Certified Public Accountant
January 12, 2006
Spencer, lowa Page 2



CITY OF CORRECTIONVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

The City of Correctionville provides this Management's Discussion and Analysis of its financial statements.
This narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 2005.
We encourage readers to consider this information in conjunction with the City’s financial statements,
which follow.

2005 FINANCIAL HIGHLIGHTS

Receipts of the City-wide activities were approximately $681,200 for fiscal 2005.
Disbursements for fiscal 2005 were approximately $667,400.

The City’s total cash basis net assets increased2.1%, or approximately $13,800 from June 30, 2004 to June
30, 2005.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other information as follows:

Management's Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the City’s financial activities.

The City’s Financial Statement consists of a Statement of Receipts, Disbursements and Cash Balances.
This statement provides information about the activities of the City as a whole and presents an overall
view of the City’s finances.

Notes to financial statements provide additional information essential to a full understanding of the data
provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the City’s budget for the year.

Other Supplementary Information provides detailed information about the City’s funds.

BASIS OF ACCOUNTING

The City maintains its financial records on the basis of cash receipts and disbursements and the fiancial

statements of the City are prepared on that basis. The cash basis of accounting does not give effect to accounts
receivable, accounts payable and accrued items. Accordingly, the financial statements do not present financial
position and results of operations of the funds in accordance with U.S. generally accepted accounting principles.
Therefore, when reviewing the financial information and discussion within this annual report, the reader should
keep in mind the limitations resulting from the useof the cash basis of accounting.

REPORTING THE CITY’S FINANCIAL ACTIVITIES

One of the most important questions asked about the City’s finances is, “Is the City as a whole better off or worse
off as a result of the year’s activities?” The Statement of Receipts, Disbursements and Changes in Cash Balances
reports information which helps answer this question.

The Statement of Receipts, Disbursements and Changes in Cash Balances presents the City’s net assets. Over

time, increases or decreases in the City’s net assets may serve as a useful indicator of whether the financial
position of the City is improving or deteriorating.
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Fund Financial Statements
The City has two kinds of funds:

1) Governmental funds account for most of the City’s basic services. These focus on how money flows
into and out of those funds, and the balances at year-end that are available for spending. The
governmental funds include: 1) the General Fund, 2) the Special Revenue Funds, such as Road Use
Tax and Urban Renewal Tax Increment, and 3) the Debt Service Fund. The governmental fund
financial statements provide a detailed, short-term view of the City’s general government operations
and the basic services it provides. Governmental fund information helps determine whether there
are more or fewer financial resources that can be spent in the near future to finance the City’s
programs.

The required financial statements for governmental funds include a statement of cash receipts,
disbursements and changes in cash balances.

2) Proprietary funds account for the City’'s Enterprise Funds. Enterprise Funds are used to report
business type activities. The City maintains two Enterprise Funds to provide separate information for
the water fund and sewer fund, considered to be major funds of the City.

The required financial statements for proprietary funds include a statement of cash receipts,
disbursements and changes in cash balances.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net assets may serve over time as a useful indicator of financial position. The City’s cash balance for
governmental activities decreased from a year ago, from $1,484,727 to $1,374,586. The analysis that follows
focuses on the changes in cash balances for governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities

Year Ended
June 30,
2005
Receipts and Transfers:
0T 01T 4 YA - O P PSSP PPP $ 101,621

Tax Increment Financing Collections 45,971
Other City Tax 79,705
LICENSES ANA POIMILS .. ceuuiiiiieii ittt et e et e et e e e e e e s e s e e e s esaa e ssssaanseens sees 1,643
Use Of MONEY aNd PIrOPEITY .....coiiuiiiiiiee et ettt et ee e e e e ee e e 45,337
Intergovernmental ................cc.oceeee. 82,390
Charges for Services ... 68,048
Special Assessments... 991
MISCEIIANEOUS ...ttt et ettt e et e st e e e e eateeennnee 67,701
Total Receipts and Transfers $ 493,407
Disbursements and Transfers:
PUDIIC SAFELY ... vieiee ittt ettt e st e e te e s ste e beess e e nbe e e ssbeenteeenneenneeans $ 68,259
(g0 o] [Toa YAV A o] TR 206,415
CUItUIE @Nd RECTEALION .....eiiutiieitiee ettt ettt et br e e atb e e saba e e s nne seneeas 128,127
Community and Economic Development 13,562
General Government 63,429
DEDE SEIVICE ...ttt e et ettt e e e nae 79,084
Capital Projects............... 9,645
LI U153 (=1 £ PR 35,027
Total Disbursements $ 603,548
(Decrease) in Cash Basis Net Assets $ (110,141)
Cash Basis Net Assets - Beginning of Year 1,484,727
Cash Basis Net Assets - End of Year $ 1,374,586
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Changes in Cash Basis Net Assets of Business Type Activities

Year Ended
June 30,
2005
Receipts:
Program Receipts:
Operations:
MV BT ettt e e e e et e ettt ee e ee e e e n—nretetete anaaaaaneennn————_ $ 80,405
= 107,372
NEL TIANSTEIS ...ttt et e e e e e e e e e e et e e e e e e eeeeaeaaaeaeaaees sarneennnnes 35,027
$ 222,804
Disbursements:
AT L R @] o 1T = 11 o L PR POTPPRR $ 56,040
YN T R @ o 1= = T L ST URPRRT 42,831
$ 98,871
Increase in Cash Basis Net Assets $ 123,933
Cash Basis Net Assets - Beginning of Year 269,606
Cash Basis Net Assets - End of Year $ 393,539

Total business type activities receipts for the fiscal year were $222,804. The cash balance increased by
$123,933 over the prior year. Total disbursements for the fiscal year were $98,871.

BUDGETARY HIGHLIGHTS
Over the course of the year, the City’s expenditures exceeded its budget in the Capital Projects function.
DEBT ADMINISTRATION

For the year ended June 30, 2005, the City retired $43,000 in debt. Total City debt outstanding at June 30,
2005 was $930,000.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you have
questions about this report or need additional financial information, contact Barbara Joy, City Clerk,
Correctionville, lowa.
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BASIC FINANCIAL STATEMENTS



Functions / Programs:

Government Activities:

L o] (o T 1 =] /SRS
Public Works............... .
Culture and Recreation
Community and Economic Development
General Government

Business Type Activities:

Total

Debt Service
Capital Projects

Total Governmental Activities

Total Business Type Activities

General Receipts:

Property Tax Levied For:

General Purposes

Tax Increment Financing ..
(0= o] B ST= T Y ot PSS SPTSRN
Local Option Sales Tax
Unrestricted Interest on Investments
Special Assessments
Miscellaneous............
Transfers

Cash Basis Net Assets
Restricted:

R =T ] PP
Urban Renewal Purpose
Debt Service.........cccoenee.

Other Purposes ...

Unrestricted ...............

See notes to financial statements

Total Cash Basis Net Assets

CITY OF CORRECTIONVILLE
STATEMENT OF ACTIVITIES AND NET ASSETS — CASH BASIS
FOR THE YEAR ENDED JUNE 30, 2005

Exhibit A

Net (Disbursements) Receipts and

Total General Receipts and Transfers
Change in Cash Basis Net Assets

Cash Basis Net Assets — Beginning of Year

Cash Basis Net Assets — End of Year

--------- Program Receipts Changes in Cash Basis Net Assets-----------
Operating Grants,
Contributions,
Charges for and Restricted Governmental Business Type
Disbursements Service Interest Activities Activities Total
68,259 24,646 0- % (43,613) $ 0- % (43,613)
206,415 42,942 70,757 (92,716) -0- (92,716)
128,127 460 6,020 (121,647) -0- (121,647)
13,562 -0- -0- (13,562) -0- (13,562)
63,429 43,536 -0- (19,893) -0- (19,893)
79,084 -0- -0- (79,084) -0- (79,084)
9,645 -0- -0- (9,645) -0- (9,645)
568,521 111,584 76,777 % (380,160) $ 0- % (380,160)
56,040 76,041 4364 % 0- % 24365 % 24,365
42,831 99,438 7,934 -0- 64,541 64,541
98,871 175,479 12,298 $ -0- $ 88,906 $ 88,906
667,392 287,063 89,075 $ (380,160) $ 88906 % (291,254)
$ 84,843 $ -0- $ 84,843
45,971 -0- 45,971
16,778 -0- 16,778
79,705 -0- 79,705
...... 45,337 -0- 45,337
...... 991 -0- 991
............... 31,421 -0- 31,421
(35,027) 35,027 -0-
$ 270,019 $ 35,027 $ 305,046
$ (110,241) $ 123933 % 13,792
1,484,727 269,606 1,754,333
$ 1,374,586 $ 393,539 $ 1,768,125
$ 157,167  $ 0- % 157,167
56,514 -0- 56,514
19,262 50,401 69,663
991,785 -0- 991,785
149,858 343,138 492,996
$ 1374586 $ = 393539 $ 1,768,125

Page 6



Exhibit B
CITY OF CORRECTIONVILLE
GOVERNMENTAL FUNDS
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES
FOR THE YEAR ENDED JUNE 30, 2005

Special Capital Permanent Debt
General Revenue Projects Fund Service Total
Receipts:
Property tax $ 84,843 % 0- % 0- % 0- % 16,778  $ 101,621
Tax increment financing collections -0- 45,971 -0- -0- -0- 45,971
Other city tax -0- 79,705 -0- -0- -0- 79,705
Licenses and permits 1,643 -0- -0- -0- -0- 1,643
Use of money and property 11,293 223 48 33,643 130 45,337
Intergovernmental 11,633 70,757 -0- -0- -0- 82,390
Charges for services 68,048 -0- -0- -0- -0- 68,048
Special assessments -0- 991 -0- -0- -0- 991
Miscellaneous 67,701 -0- -0- -0- -0- 67,701
Total Receipts $ 245161 $ 197,647 $ 48 $ 33643 % 16,908 $ 493,407
Disbursements:
Public safety $ 68,259 $ 0- % 0- % 0- % 0- % 68,259
Public works 63,028 143,387 -0- -0- -0- 206,415
Culture and recreation 128,127 -0- -0- -0- -0- 128,127
Community and economic development 13,562 -0- -0- -0- -0- 13,562
General government 63,429 -0- -0- -0- -0- 63,429
Debt service -0- -0- -0- -0- 79,084 79,084
Capital projects -0- -0- 9,645 -0- -0- 9,645
Total Disbursements $ 336,405 $ 143387 $ 9,645 $ 0- 3 79,084 $ 568,521
Excess (deficiency) of receipts over disbursements  $ (91,244) $ 54260 $ (9597) $ 33643 $ (62,176) $ (75,114)
Other financing sources (uses)
Operating transfers in $ 102,823 $ 77,025 % 3316 $ 22,643 % 79,084 % 284,891
Operating transfers out (17,686) (69,287) (8) (232,937) -0- (319,918)
Total other financing sources (uses) $ 85,137 $ 7,738 $ 3308 $ (210,294) 3 79,084 $ (35,027)
Net change in cash balances $ (6,107) $ 61,998 $ (6,289) $ (176,651) $ 16,908 $ (110,414)
Cash balances beginning of year 94,307 213,341 6,289 1,168,436 2,354 1,484,727
Cash balances end of year $ 88,200 $ 275339 $ -0- $ 991,785 $ 19262 $ 1,374,586
Cash Basis Fund Balances
Unreserved:
General fund $ 88,200 $ 0- % 0- % 0- % 0- % 88,200
Reserved -0- 275,339 -0- 991,785 19,262- 1,286,386

223

Total cash basis fund balances $ 88,200 $ 275339 $ -0- 991,785 $ 19262- $ 1,374,586

See notes to financial statements
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CITY OF CORRECTIONVILLE
PROPRIETARY FUND

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES

FOR THE YEAR ENDED JUNE 30, 2005

Receipts:

Use of Money and Property .........ccccveeeeevciieieeeiseee e
Charges for SEIVICE .......cooiiiiiiiei e

Disbursements:

Business Type ACHIVItIES .......ccccvviciiiieeeiiiiees e

Excess (Deficiency) of Receipts Over Disbursements
Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers Out
Total Other Financing Sources (Uses)
Net Change in Cash Balances
Cash Balance — Beginning of Year

Cash Balance — End of Year

Cash Basis Fund Balances

L0 a1 (=TS (o1 (<o T PRPRRTRRRRN
RESHICIEA. . .uvviiiiiiieieieeeeeeeee e e e e e e e e caraaaenes

See notes to financial statements.

Exhibit C

Water Sewer Total

$ 4364 $ 7934 % 12,298
76,041 99,438 175,479

$ 80,405 $ 107,372 $ 187,777
56,040 42,831 98,871

$ 24365 % 64541 % 88,906
$ 50,000 $ 181,445 $ 231,445

-0- (196,418) (196,418)

$ 50,000 $ (14973) $ 35,027
$ 74365 % 49568 $ 123,933
82,925 186,681 269,606

$ 157,290 $ 236,249 $ 393,539
$ 157,290 $ 185,848 % 343,138
-0- 50,401 50,401

$ 157,290 $ 236,249 $ 393,539
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CITY OF CORRECTIONVILLE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The City of Correctionville is a political subdivision of the State of lowa located in Woodbury County. It
operates under the Home Rule provisions of the Constitution of lowa. The City operates under the Mayor-
Council form of government with the Mayor and Council Members elected on a non-partisan basis. The City
provides numerous services to citizens including public safety, public works, culture, recreation, public
improvements, and general administration services.

A.

Reporting Entity

For financial reporting purposes, the City of Correctionville has included all funds, organizations, account
groups, agencies, boards, commissions and authorities. The City has also considered all potential
component units for which it is financially accountable, and other organizations for which the nature and
significance of their relationship with the City are such that exclusion would cause the City's financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include appointing a voting
majority of an organization’s governing body, and (1) the ability of the City to impose its will on that
organization or (2) the potential for the organization to provide specific benefits to, or impose specific

financial burdens on the City. The City of Correctionville has no component units.

Basis of Presentation

Government-wide Financial Statements - The Statement of Activities and Net Assets reports
information on all of the nonfiduciary activities of the City. For the most part, the effect of interfund
activity has been removed from this statement. Governmental activities, which are supported by
tax and intergovernmental revenues, are reported separately from business type activities, which
rely to a significant extent on fees and charges for services.

The Statement of Activities and Net Assets presents the City’s nonfiduciary net assets. Net assets
are reported in two categories:

Restricted net assets result when constraints placed on net asset use are either
externally imposed or imposed by law through constitutional provisions or enabling
legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the
preceding category. Unrestricted net assets often have constraints on resources
imposed by management, which can be removed or modified.

The Statement of Activities and Net Assets demonstrates the degree to which the direct
disbursements of a given function are offset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipts include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a
given function and 2) grants, contributions and interest on investments restricted to meeting the
operational or capital requirements of a particular function. Property tax and other items not
properly included among program receipts are reported instead as general receipts.

Fund Financial Statements — Separate financial statements are provided for governmental funds
and proprietary funds. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements. All remaining governmental
funds are aggregated and reported as nonmajor governmental funds.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not allocated by law or contractual agreement to some other fund are accounted for in
this fund. From the fund are paid the general operating disbursements, the fixed charges and
the capital improvement costs that are not paid from other funds.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Special Revenue:
The Road Use Tax Fund is used to account for road construction and maintenance.

The Local Option Sales Tax Fund is used to account for the Local Option Sales Tax
Revenue.

The Urban Renewal Tax Increment Fund is used to account for TIF Revenues and related
expenditures.

The Debt Service Fund is utilized to account for the payment of interest and principal on the
City’s general long-term debt.

The Permanent Fund is used to account for funds specifically restricted by the Council.
The City reports the following major proprietary funds:

The Water Fund accounts for the operation and maintenance of the City’s water system.
The Sewer Fund accounts for the operation of the City’s sanitary sewer system.

C. Measurement Focus and Basis of Accounting

The City of Correctionville maintains its financial records on the basis of cash receipts and
disbursements and the financial statements of the City are prepared on that basis. The cash basis
of accounting does not give effect to accounts receivable, accounts payable and accrued items.
Accordingly, the financial statements do not present financial position and results of operations of
the funds in accordance with U.S. generally accepted accounting principles.

Proprietary funds distinguish operating receipts and disbursements from non-operating items.
Operating receipts and disbursements generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. All receipts
and disbursements not meeting this definition are reported as non-operating receipts and
disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information.

NOTE 2- CASH AND POOLED INVESTMENTS:

The City’s deposits at June 30, 2005, were entirely covered by Federal depository insurance, or by the state
sinking fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for additional
assessments against the depositories to insure there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations of the United States government, its
agencies, and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the City Council and the Treasurer of the State of lowa; prime eligible
bankers acceptances; certain high-rated commercial paper; perfected repurchase agreements; certain
registered open-end management investment companies; certain joint investment trusts; and warrants or
improvement certificates of a drainage district.

The City had no investments at June 30, 2005.

At June 30, 2005, the City had certificates of deposit totaling $1,539,849.
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NOTE 3 - BONDS AND NOTES PAYABLE:

Annual debt service requirements to maturity for General Obligation Bonds and Notes and Revenue Capital Loan
Notes are as follows:

GENERAL SEWER
YEAR ENDING OBLIGATION NOTE REVENUE NOTE TOTAL
JUNE 30, PRINCIPAL INTEREST PRINCIPAL INTEREST PRINCIPAL INTEREST
2006 $ 11,000 $ 7,257 $ 35000 $ 27,048 $ 46,000 $ 34,305
2007 12,000 7,102 36,000 25,676 48,000 32,778
2008 13,000 6,899 38,000 24,264 51,000 31,163
2009 14,000 6,645 39,000 22,775 53,000 29,420
2010 15,000 6,323 40,000 21,246 55,000 27,569
2011 16,000 5,940 42,000 19,678 58,000 25,618
2012 17,000 5,485 44,000 18,032 61,000 23,517
2013 18,000 4,974 45,000 16,307 63,000 21,281
2014 19,000 4,408 47,000 14,543 66,000 18,951
2015 19,000 3,790 49,000 12,701 68,000 16,491
2016 20,000 3,144 51,000 10,780 71,000 13,924
2017 21,000 2,444 53,000 8,781 74,000 11,225
2018 22,000 1,688 55,000 6,703 77,000 8,391
2019 23,000 874 57,000 4,547 80,000 5,421
2020 -0- -0- 59,000 2,313 59,000 2,313

TOTAL $ 240,000 $ 66,973 $690,000 $235394 $ 930,000 $ 302,367
NOTE 4 - PENSION AND RETIREMENT BENEFITS:

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides retirement
and death benefits which are established by State statute to plan members and beneficiaries. IPERS issues a
publicly available financial report that includes financial statements and required supplementary information.
The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines, lowa, 50306-9117.

Plan members are required to contribute 3.70% of their annual salary and the City is required to contribute
5.75% of annual covered payroll. Contribution requirements are established by State statute. The City’s
contribution to IPERS for the year ended June 30, 2005, was $7,493.

NOTE 5 - COMPENSATED ABSENCES:

City employees accumulate vacation hours for subsequent use or for payment upon termination, retirement, or
death. These accumulations are not recognized as expenditures by the City until used or paid. The City’s
approximate maximum liability for unrecognized accrued employee benefits at June 30, 2005, primarily relating
to the General Fund, is as follows:

TYPE OF
BENEFIT AMOUNT
Vacation $ 7,659

The liability has been computed based on the rates of pay as of June 30, 2005.
The City does not accumulate compensated sick leave.
NOTE 6 - RISK MANAGEMENT:
The City of Correctionville is exposed to various risks of loss related to torts; theft, damage to and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. These risks are covered by the

purchase of commercial insurance. Settled claims from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.
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NOTE 7 - BUDGET:

The City over expended its budget in Capital Projects function.

NOTE 8 — RELATED PARTY TRANSACTIONS:

The City had business transactions between the City and City officials totaling $4,576 during the year ended
June 30, 2005.

NOTE 9 — INTERFUND TRANSFERS:

The detail of interfund transfers is as follows:

To General Fund $ 102,823
From General Fund $ 17,686

To Special Revenue 77,025
From Special Revenue 69,287

To Capital Projects 3,316
From Capital Projects 8

To Permanent Funds 22,643
From Permanent Funds 232,937

To Debt Service 79,084

To Water 50,000

To Sewer 181,445
From Sewer 196,418
$ 516,336 $ 516,336
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REQUIRED SUPPLEMENTARY INFORMATION



Receipts:

PrOPEItY TaX .eoeeieiiiiiiiiiiieee et e e
Tax Increment Financing..................

Other City TaX....ccccccvvveene
Licenses and PermitS...........ccooueeeiiiiiiens ceeeiieee e
Use of Money and Property.........c.cccovveerveeneenns covveereeennne
Intergovernmental...................

Charges for Services.....
Special Assessments.... -
MISCEIIANEOUS .......oeiiiiiiiiiiiceitet e e

Total Receipts

Disbursements:
PUDBIIC SAfEY ..vviiiiiiiee et e e
Public Works..........c.c.c...... e e ————
Culture and Recreation
Community and Economic Development....
General Government..........cccveeevvveesiiinees o
DEDLE SEIVICE ..oieiiie ittt e s
Capital Projects................ e
Business Type ACHVItIES.......cocveiiiiiiieiiieiis e

Total Disbursements
Excess (Deficiency) of Receipts over Disbursements

Other Financing Sources — Net
Net

Balances — Beginning of Year

Balances — End of Year

See accompanying independent auditor’s report

CITY OF CORRECTIONVILLE

BUDGETARY COMPARISON SCHEDULE
OF RECEIPTS, DISBURSEMENTS, AND CHANGES IN BALANCES

BUDGET AND ACTUAL (CASH BASIS) — ALL GOVERNMENTAL FUNDS AND PROPRIETARY FUNDS
REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2005

Governmental Proprietary Final to
Funds Funds ] Budgeted Amounts---------- Net
Actual Actual Total Original Final Variance

$ 101,621 $ -0- 101,621 $ 98,163 110,150 $ (8,529)
45,971 -0- 45,971 4,200 45,400 571

79,705 -0- 79,705 74,367 84,200 (4,495)

1,643 -0- 1,643 1,400 1,675 (32)
45,337 12,298 57,635 39,600 44,098 13,537
82,390 -0- 82,390 79,098 73,720 8,670
68,048 175,479 243,527 210,800 236,970 6,557

991 -0- 991 38,829 2,000 (1,009)
67,701 -0- 67,701 3,620 12,950 54,751
$ 493,407 $ 187,777 681,184 $ 550,077 611,163 $ 70,021
$ 68,259 $ -0- 68,259 $ 86,200 88,200 $ 19,941
206,415 -0- 206,415 185,500 231,500 25,085
128,127 -0- 128,127 112,900 144,200 16,073
13,562 -0- 13,562 17,700 14,000 438
63,429 -0- 63,429 69,400 70,000 6,571
79,084 -0- 79,084 79,782 79,227 143

9,645 -0- 9,645 -0- 6,374 (3,271)
-0- 98,871 98,871 128,500 121,100 22,229
$ 568,521 $ 98,871 667,392 $ 679,982 754,601 $ 87,209
$ (75,114)  $ 88,906 13,792  $ (129,905) (143,438) $ 157,230
(35,027) 35,027 -0- 200 -0- -0-
(110,141) 123,933 13,792 (129,705) (143,438) 157,230
1,484,727 269,606 1,754,333 1,566,633 1,754,333 -0-
$ 137458 $ 393,539 1,768,125 $ 1,436,928 1,610,895 §$ 157,230
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CITY OF CORRECTIONVILLE
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION — BUDGETARY REPORTING
JUNE 30, 2005

The budgetary comparison is presented as Required Supplementary Information in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary
perspective differences resulting from not being able to present budgetary comparisons for the General
Fund and each major Special Revenue Fund.

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis
following required public notice and hearing for all funds except Internal Service Funds and Fiduciary
Funds. The annual budget may be amended during the year utilizing similar statutorily prescribed
procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements known as
functions, not by fund or fund type. These ten functions are: public safety, public works, health and
social services, culture and recreation, community and economic development, general government, debt
service, capital projects, business type activities and non-program. Function disbursements required to be
budgeted include disbursements for the General Fund, Special Revenue Funds, Debt Service Fund,
Capital Projects Funds and Proprietary Funds. Although the budget document presents function
disbursements by fund, the legal level of control is at the aggregated function level, not by fund.

During the year ended June 30, 2005 disbursements exceeded the amounts budgeted in the Capital
Projects function.
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OTHER SUPPLEMENTAL INFORMATION



CITY OF CORRECTIONVILLE

GENERAL FUND
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES

FOR THE YEAR ENDED JUNE 30, 2005

Receipts:
Property Taxes ...........
Licenses and Permits
Use of Money and Property:
INEEIEST ...t e

Intergovernmental:
BanK FranChiSe........cuuuiiiiiiie et ceeeitee e eveeeeneeeens
Fire Service
Enrich lowa
Charges for Service:
GAIDAGE ...eeieiiieie ettt e e
Ambulance......
Library Fees
Miscellaneous:
Cemetery ChargeS.......cuuii e i iiieee et ceeriee e et e e sraeeeae
SWIMMING POOL......eiiiiiiee e eeeece e ee e sar e e sns eesneeeeanees
Donations and Grants.
Claims and Refunds....
(O 1] (S =T SRRSO,
Fines & PenaltiesS..........ccoovviiiiiiiieieeeis e
Sesquicentennial Fund Raising
MISCEIIANEOUS ...ttt et e eenreeeesaaeees
Total Receipts

Disbursements:
Public Safety:
POlICE. . et e e —————————

Animal Control ...

AMDBUIANCE......cc i e e e e
Public Works:

SOlAWAASEE ...t e e earr b aaaaeaas

Street MaiNtENANCE. ........uuiiieieeeieiiiiiiies ceeeecee e e 2eeaean
Culture and Recreation:

RECIEALION .....eiiiiieii et et e e e e et e e e nes 2eesreeeessneeeeeanes

Cemetery.
Library ......cccceeenns
Community Center...
SESQUICENTENNIAL ......viiiiiiiiieiec et e e
Community and Economic
DeVEIOPMENL......eiiiiiiie s ettt e e
General Government:
Y E= Y o] G o TH | o o] | SRR
Clerk - Operations........
Professional Services .
TOrt LIability ..vvveeeeeieee e et e e rreeeeanreeesnees
Total Disbursements
Excess (Deficiency) of Receipts over
Disbursements

Other Financing Sources (Uses):
TraNSTEIS IN .o e e
Transfers OUL.........uuviiiiieiiiciiiiies e —eeairrerreeaeeeas
Total Other Financing Sources (Uses)

Net Change in Cash Balances

Cash Balances — Beginning of Year

Cash Balances — End of Year

See accompanying independent auditor’s report.

Schedule 1

General Solid
Operations Waste Total
$ 84843 % -0- $ 84,843
1,643 -0- 1,643
6,300 -0- 6,300
4,993 -0- 4,993
2,084 -0- 2,084
9,326 -0- 9,326
223 -0- 223
-0- 42,942 42,942
24,646 -0- 24,646
460 -0- 460
1,000 -0- 1,000
6,020 -0- 6,020
2,581 -0- 2,581
7,856 -0- 7,856
4,054 -0- 4,054
6,880 -0- 6,880
35,656 -0- 35,656
3,654 -0- 3,654
$ 202,219 $ 42,942 $ 245,161
$ 50,583 $ -0- $ 50,583
7,234 -0- 7,234
8 -0- 8
10,434 -0- 10,434
-0- 45,249 45,249
17,779 -0- 17,779
21,494 -0- 21,494
22,468 -0- 22,468
13,941 -0- 13,941
14,749 -0- 14,749
31,719 -0- 31,719
23,756 -0- 23,756
13,562 -0- 13,562
5,207 -0- 5,207
50,665 -0- 50,665
3,015 -0- 3,015
4,542 -0- 4,542
$ 291,156 $ 45,249 $ 336,405
$ (88,937) % (2,307) $ (91,244)
$ 102,823 % -0-  $ 102,823
(17,686) -0- (17,686)
$ 85137 $ -0- $ 85137
$ (38000 $ (2307) $  (6,107)
39,998 54,309 94,307

$ 36198 $ 52002 $ 88200
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CITY OF CORRECTIONVILLE
SPECIAL REVENUE FUNDS

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

Receipts:

Tax Increment FINANCING .........cccveiiiiieiiiieeens e

Other City TaX ....ccovvveeeriienenne
Use of Money and Property ....
Intergovernmental..... .

Special ASSESSMENTS......cccoiurieeiiiieeeiiiees ceeee e

Total Receipts

Disbursements:

PUBIIC WOTKS....cciciiiie et e

Excess (Deficiency) of Receipts over
Disbursements

Other Financing Sources (Uses):

Operating Transfers IN ..........cccvvveeiieiniiees v
Operating Transfers OUt .........cccooveieiiiiieeens e,

Total Other Financing
Sources (Uses)

Net Change in Cash Balances

Cash Balances — Beginning of Year

Cash Balances — End of Year

Cash Basis Fund Balances

Reserved Special Revenue Fund............ccoceeviieeennnes

See accompanying independent auditor’s report.

AND CHANGES IN CASH BALANCES
FOR THE YEAR ENDED JUNE 30, 2005

Schedule 2

Urban
Road Use Local Option Renewal Tax
Tax Sales Tax Increment Total
$ -0- $ -0- $ 45971 $ 45971
-0- 79,705 -0- 79,705
-0- -0- 223 223
70,757 -0- -0- 70,757
-0- -0- 991 991
$ 70757 $ 79705 $ 47,185 $ 197,647
$ 64967 ¢ -0- $ 78420 $ 143,387
$ 5790 $ 79,705 $ (31,235) $ 54,260
$ 0- % -0- $ 77,025 $ 77,025
(10,000) (55,551) (3,736) (69,287)
$ (10,0000 $ (55551) $ 73289 $ 7,738
$ (4,210) $ 24,154 $ 42,054 $ 61,998
161,377 37,504 14,460 213,341
$ 157167 $ 61658 $ 56514 $ 275339
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Schedule 3
CITY OF CORRECTIONVILLE
STATEMENT OF RECEIPTS BY SOURCE AND DISBURSEMENTS BY FUNCTION -
ALL GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Receipts:

PIOPEIY TAX c.vvieitiieiitiieeiee e ettt e e st etb e et e e st e e st e e et e e st e st e e e ba e e sabeeesbseesssseesreesneeas $ 101,621
Tax Increment Financing ColleCtion .............cooi e 45,971
(©1 1T S O |V = O PP UURTRR 79,705
LiCeNSES @Nd PEIMMILS .....eeiiiiiiiiii ittt e e e e e e e e e e e e e s nneeeees 1,643
Use 0f MONEY and PrOPErtY ........c..uuuiieiiiieeaiieie ettt 45,337
INtErgOVEINIMENTAL.......eeiiiiii it e e e e e e e e e s neeneeeeaaaeas 82,390
Charges fOr SEIVICE ... r e e e e e e s e ennreees 68,048
SPECIAl ASSESSIMENES ....uiiiiiiiiieie e e iiccie st e e e e e e s e st e e e e sns e eraeeeessanannreees 991
MISCEITANEOUS ..ottt e 67,701

Total $ 493,407

Disbursements:

PUDIC SAFELY .. .iiiciiie ittt $ 68,259
PUDIC WOTKS ...ttt e e e e eat e eas 206,415
Community and Economic Development ............coiooiiiiiiiiiiiiieeee e 13,562
Culture and RECIEALION..........eiii ittt e e 128,127
GeNEral GOVEIMMENT .....ciiiiiiiiie ittt e e ettt e e s sbbeeeessnbeeeeeaas 63,429
DEDE SEIVICE ..t 79,084
(O o1 =1 = {01 T=T 1 PSP 9,645

Total $ 568,521

See accompanying independent auditor’s report
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Schedule 4
CITY OF CORRECTIONVILLE
BOND AND NOTE MATURITIES
JUNE 30, 2005

SEWER REVENUE BONDS
ISSUED MAY 16, 2000

YEAR
ENDING INTEREST
JUNE 30, RATES AMOUNT
2006 3.92% $ 35,000
2007 3.92% 36,000
2008 3.92% 38,000
2009 3.92% 39,000
2010 3.92% 40,000
2011 3.92% 42,000
2012 3.92% 44,000
2013 3.92% 45,000
2014 3.92% 47,000
2015 3.92% 49,000
2016 3.92% 51,000
2017 3.92% 53,000
2018 3.92% 55,000
2019 3.92% 57,000
2020 3.92% 59,000
TOTAL $ 690,000
GENERAL OBLIGATION NOTE
YEAR
ENDING INTEREST
JUNE 30, RATES AMOUNT
2006 1.40% $ 11,000
2007 1.70% 12,000
2008 1.95% 13,000
2009 2.30% 14,000
2010 2.55% 15,000
2011 2.85% 16,000
2012 3.00% 17,000
2013 3.15% 18,000
2014 3.25% 19,000
2015 3.40% 19,000
2016 3.50% 20,000
2017 3.60% 21,000
2018 3.70% 22,000
2019 3.80% 23,000
TOTAL $ 240,000

See accompanying independent auditor’s report.
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Schedule 4

CITY OF CORRECTIONVILLE
STATEMENT OF INDEBTEDNESS
YEAR ENDED JUNE 30, 2005

Amount Balance Issued Redeemed Balance Interest
Date of Interest Originally Beginning During During End Interest Due and
Obligation Issue Rates Issued of Year Year Year of Year Paid Unpaid
General Obligation Notes:
Capital Loan Note May 1, 2003 1.25% - 3.80% $ 250,000 $ 250,000 $ -0- $ 10,000 $ 240000 $ 7382 $ -0-
Sewer Revenue:
Capital Loan Notes May 16, 2000 3.92% $_850,000 $ 723,000 -0- $ 33,000 $ 690000 $ 28342 $ -0-

See accompanying independent auditor’s report.
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DAVID A. MASKE

Certified Public Accountant

110 West 4th Street — Suite # 105 712/262-6087
P.O. Box 1297 (fax) 712/262-6089
Spencer, IA 51301 maskecpa@ncn.net

Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards

To the Honorable Mayor and
Members of the City Council

City of Correctionville

Correctionville, lowa

| have audited the financial statements of the City of Correctionville, lowa, as of and for the year ended June 30, 2005, and have
issued my report thereon dated January 12, 2006. My report expressed an unqualified opinion on the financial statements which
were prepared in conformity with an other comprehensive basis of accounting. | conducted my audit in accordance with U.S.
generally accepted auditing standards, and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the City of Correctionville’s internal control over financial reporting in order to
determine my auditing procedures for the purpose of expressing my opinion on the financial statements and not to provide
assurance on the internal control over financial reporting. However, | noted certain matters involving the internal control over
financial reporting and its operation that | consider to be reportable conditions. Reportable conditions involve matters coming to my
attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in my
judgment, could adversely affect the City of Correctionville’s ability to record, process, summarize and report financial data
consistent with the assertions of management in the financial statements. Reportable conditions are described in Part | of the
accompanying Schedule of Findings.

A material weakness is a condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned
functions. My consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal
control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions described above, | believe item 05-I-A is a material
weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Correctionville’s financial statements are free of material
misstatement, | performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, non-compliance
with which could have a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of my audit and, accordingly, | do not express such an opinion.
The results of my tests disclosed no instances of non-compliance that are required to be reported under Government Auditing
Standards. However, | noted certain immaterial instances of non-compliance that are described in Part Il of the accompanying
Schedule of Findings.

Comments involving statutory and other legal matters about the City’s operations for the year ended June 30, 2005 are based
exclusively on knowledge obtained from procedures performed during my audit of the financial statements of the City. Since my
audit was based on tests and samples, not all transactions that might have had an impact on the comments were necessarily
audited. The comments involving statutory and other legal matters are not intended to constitute legal interpretations of those
statutes.

This report, a public record by law, is intended solely for the information and use of the officials, employees and citizens of the City
of Correctionville and other parties whom the City of Correctionville may report. This report is not intended to be and should not be
used by anyone other than these specified parties.

I would like to acknowledge the many courtesies and assistance extended to me by personnel of the City of Correctionville during

the course of my audit. Should you have any questions concerning any of the above matters, | shall be pleased to discuss them
with you at your convenience.

—DANID ﬂ-ﬂ;jh.f.xf -

DAVID A. MASKE
Certified Public Accountant

January 12, 2006
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CITY OF CORRECTIONVILLE
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2005

PART | - FINDINGS RELATED TO THE FINANCIAL STATEMENTS:

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

REPORTABLE CONDITIONS:

05-1-A

Segregation of Duties - One important aspect of internal control is the segregation of duties among
employees to prevent an individual employee from handling duties which are incompatible. One
individual has the primary responsibility for posting and balancing records.

Recommendation - | realize that with a limited number of office employees, segregation of duties is
difficult. The City has segregated some duties to provide reconciling checks and balances. The City
should continue to consider control procedures where possible.

Response - We will consider this.

Conclusion - Response accepted.

PART Il - OTHER FINDINGS RELATED TO STATUTORY REPORTING:

05-11-A
05-11-B
05-11-C
05-11-D
05-1I-E
05-1I-F

Official Depositories - A resolution naming official depositories has been approved by the City. The
maximum deposit amounts stated in the resolution were not exceeded during the year ended June 30,
2005.

Certified Budget — Disbursements during the year ended June 30, 2005 exceeded the amounts
budgeted in the Capital Projects function.

Recommendation - The budget should have been amended in accordance with Chapter 384.18 of the
Code of lowa.

Response - The budget was amended, but this item was not provided for.
Conclusion - Response accepted.

Questionable Disbursements - | noted no disbursements that did not meet the requirements of public
purpose as defined in the Attorney General’'s Opinion dated April 25, 1979.

Travel Expense - No disbursements of City money for travel expenses of spouses of City officials or
employees were noted.

Business Transactions - Business transactions between the City and City Officials are as follows:

Name, Title and
Business Connection Description Amount

John Jacobs, Jr.
Owner — Jacobs Electric Repairs $ 2,111

Randy Kirchner
Owner — Kirchner Construction Repairs $ 2,465

In accordance with Chapter 362.5(10) of the Code of lowa, the transactions with the council members
do not appear to represent conflicts of interest, since total transactions with each council member do
not exceed $2,500 during the fiscal year.

Bond Coverage - Surety bond coverage of City officials and employees is in accordance with statutory

provisions. The amount of coverage should be reviewed annually to ensure that the coverage is
adequate for current operations.
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CITY OF CORRECTIONVILLE
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2005

05-11-G Council Minutes - No transactions were found that | believe should have been approved in the Courcil
minutes but were not.

05-11-H Revenue Notes — The City was in compliance with the requirements of its revenue notes.

05-11-1 Deposits and Investments - | noted no instances of noncompliance with the deposit and investment

provisions of Chapters 12B and 12C of the Code of lowa and the City’s investment policies.
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